C. PRINCIPAL FINANCIAL STATEMENTS

Introduction

The principal financial statements included in this report have been prepared in accordance with the requirements
of the Chief Financial Officers Act of 1990 (P.L. 101-576) and OMB Bulletin 94-01, "Form and ContegerayA
Financial Statements." The responsipifir the intgrity of the financial information included in these statements

rests with mangement of the U.S. Department of Labor (DOL).

The audit of DOL's principal financial statements was perforngetido Office of Inspector General. The auditors'
report accompanies the principal statements.

Principal statements included in this report
The Department's principal financial statements for figeats 1997 and 1996 consist of the follogvin

. The Consolidated Statements of Financial Positigrwhich show on an accrual basis those resources
owned which are available toypdebts or provide future services and those debts from past operations that
will require pggments from those resources;

. The Consolidated Statements of Operations and Changes in Net Positjomhich show on an accrual
basis the financmsources and the costgfods and services consumed inyiag out authorized activities
during theyear and chages in fund balanceg/lperatig and non-operatgicomponents;

. TheConsolidated Statements of Cash Flowsvhich identify on an accrual basis the resources usedglurin
theyear to provide for operations and the acquisition of capital assets, as well as those sources gf financin
made available for operations and capital acquisitions.

The principal financial statements have been prepared to report the financial position and results of operations of
DOL, pursuant to the requirements of the Chief Financial Officers Act of 1990 and the Governmegerviaria

Reform Act of 1994. The statements should be read with the realization thatetfeom a sovergn entity, that

unfunded liabilities reported in the financial statements cannot be liquidated without the enactment of an
appropriation, and that theysaent of all liabilities other than for contracts can be gated ly the soveregjn entity.

While the statements have been prepared from the books and records of DOL in accordance with the formats
prescribed  OMB, the statements are different from the financial reports used to monitor and corgetalyud
resources which are prepared from the same books and records.

Consolidating schedules included in this report

Consolidatig schedules of financial position and operations andgdsaim net position have been presented as
supplemental information outside the principal statements and are not considered ywémegsasentation of
financial position or results of operations in confoymitith OMB Bulletin 94-01 and Departmental accougtin
policies. This information is presented for purposes of additionafsisalf the principal statements.



Financial resources and results of operations

The accompaying principal statements summarize DOL's financial position, results of operationge€iranet
position and gjnificant cash flows duripfiscalyears 1997 and 1996. A summaf the Department's operagin
results and financial position dugithe two fiscalyears follows.

Operating expenses

. The cost of operatmDOL programs duriig fiscalyears 1997 and 1996 was $33.6 billion and $36.6 billion
respectivel, a decrease of $3.0 billion (8%) between figears. This decrease was primaaittributable
to reductions in the cost of DOL's unempteent insurance pgoam.

Financing sources

. Financirg sources for DOL operations dugifiscal years 1997 and 1996 were $41.9 billion and $41.6
billion respectivey, a increase of $.3 billion (1%) between fisgedirs. Emplger taxes were DOL's Igest
source of funds in 1997 and 1996, represgrdirer 66% of total financmsources for botiears. Interest
earnirgs from DOL investments in U. S. Government securities durg®7 and 1996 were $3.9 and 3.4
billion respective}, an increase of 15% between fisgars.

Financial position

. DOL's total assets at the end of 1997 and 1996 were $75.8 billion and $67.1 billion regpactinerease
of $8.7 bhillion (13%). DOL investments in Ughvernment securities were $62.0 billion and $53.9 billion,
respectivel, an increase of $8.1 billion (15%). DOL investments represented 82% and 80% of DOL's total
assets for fiscatears 1997 and 1996.

. DOL's liabilities decreased from $8.0 billion in 1996 to $7.5 billion in 1997, a decrease of $.5 hillion (6%).
Decreases in accountsypale and accrued unemptoent and workers' compensation benefits ($.7 billion
or 32%) were partiafi offset ky an increase in borrowgs by the Black Luig Disability Trust Fund from
the U.S. Treasyr($.4 billion or 8%).

. DOL's net position increased from $ 59.1 billion at the end of 1996 to $68.3 billion in 1997, an increase of
$ 9.2 billion (16%). This increase in net position was primaaitributable to the favorable operatin
results of the UTF, which produced finanggources in excess of expenses duti®97 in the amount of
$8.6 billion. Net position was decreasegdlhe $.4 billion loss reported in the Black lguisability Trust
Fund durig 1997.

. Future fundig requirements, net of future fundisources were $1.5 billion and $1.3 billion at the end of
1997 and 1996 respectiyelan increase of $.2 billion (15%). This increase was priyndtie to an
increase in repable advances madg the U.S. Treasyrto the Black Lug Disability Trust Fund.

At the end of 1997, future fundirrequirements totaled $6.6 billion, includif5.5 billion in repgable
advances used to finance the accumulated deficit in the BlackRisability Trust Fund and $.9 billion

in accrued leave and workers' compensation benefits. Futuredismdirces were $5.1 billion, includjn
$3.0 billion due from other Federajencies for workers' compensation benefits and $1.0 billion in interest
receivable.

At the end of 1996, future fundirequirements totaled $6.5 billion, includif5.1 billion in repgable
advances used to finance the accumulated deficit in the Blagkigability Trust Fund and $1.1 billion

in accrued leave and workers' compensation benefits. Futuredismdirces were $5.2 billion, includjn
$3.0 billion due from other Federaencies for workers' compensation benefits and $.9 billion in interest
receivable.



U.S. DEPARTMENT OF LABOR

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF SEPTEMBER 30

(Dollars in thousands)

1997 1996

ASSETS

Entity assets

Intragovernmental assets
Funds with U.S. Treasury (Notes 1-E and 2)
Investments (Notes 1-F and 3)
Accounts eceivable, net of alowance (Notes 1-G and 4)
Interest receivable

Governmental assets
Accounts eceivable, net of alowance (Notes 1-G and 4)
Interest receivable
Advances (Notes 1-H and 5)

Property, plant and equipment, net
of depreciation (Notes 1-1 and 6)

Total entity assets

Non-entity assets

Intragovernmental assets
Funds with U.S. Treasury (Notes 1-E and 2)
Investments (Notes 1-F and 3)
Interest receivable

Governmental assets
Accounts eceivable, net of alowance (Notes 1-G and 4)
Interest receivable

Total non-entity assets

Total Assets

The accompanying notes are an integral part of these statements.
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$ 7,916,763 $ 7,300,917

61,998,635 53,920,106
393328 3,406,717
1,025,425 871,002
617,123 812,444
3,568 3410
128,853 56,056
580,581 488,711
75,661,276 66,859,363
50,004 73,037
74,521 127,659
1,232 2,094
37,027 43,045
1,795 535
164,579 246,370

$ 75825855 $ 67,105,733




U.S. DEPARTMENT OF LABOR

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF SEPTEMBER 30

(Dollars in thousands) 1997 1996

LIABILITIES AND NET POSITION

Liabilities covered by budgetary resources
Intragovernmental liabiities

Accounts payable $ 6,212 $ 4,233
Other liabilties (Note 8) 97,305 142,723
Governmental liabilities
Accounts payable 233,647 409,475
Accrued benefits (Notes 1-K and 9) 558,492 866,184
Other liabilties (Note 8) 47,089 39,582
Total liabilties covered by budgetary resources 942,745 1,462,197

Liabilities not covered by budgetary resources
Intragovernmental liabilities

Advances from U.S. Treasury (Note 1-J and 7) 5,486,557 5111557
Other liabilties (Note 8) 125,386 206,195
Governmental liabilities

Accrued benefits (Notes 1-K and 9) 129,520 135,984

Future workers' compensation benefits (Notes 1-L and 10) 650,463 889,857

Accrued leave (Note 1-M) 81,087 71,891

Other liabilties (Note 8) 104,541 108,265
Total liabilties not covered by budgetary resources 6,577,554 6,523,749
Total liabilties 7,520,299 7,985,946

Net position (Notes 1-Q and 11)

Unexpended appropriations 8,497,987 7,654,553
Invested capital 580,581 488,711
Cumulative results of operations 60,709,764 52,252,367
Future funding requirements, net of future funding sources (1,482,776) (1,275,844
Total net position 68,305,556 59,119,787
Total Liabilities and Net Position $ 75825855 $ 67,105,733

The accompanying notes are an integral part of these statements.
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U.S. DEPARTMENT OF LABOR

CONSOLIDATED STATEMENTS OF OPERATIONS
AND CHANGES IN NET POSITION
FOR THE YEARS ENDED SEPTEMBER 30

(Dollars in thousands) 1997 1996

FINANCING SOURCES (Note 1-C)

Appropriated capital used $ 6,332,240 $ 6,135,062
Revenue from other Federalagencies 2,501,424 2,521,210
Revenue from the public 1,175,404 1,184,323
Interest and assessments 3,997,380 3,525,927
Employer taxes 27,860,720 28,261,966
Penalties and other assessments 103,859 91,054
Receipts to be transferred to Treasury (103,859) (91,054
Totalfinancing sources 41,867,168 41,628,488

EXPENSES BY PROGRAM (Notes 1-D and 12)

Income maintenance 26,545,420 29,483,406
Employment and training 5,542,683 5,776,717
Labor, employment and pension standards 318,068 258,400
Worker safety and health 558,538 487,733
Statistics 400,746 354,302
Other departmental programs 252,045 224,449
Total expenses by program 33,617,500 36,585,007

Excess of financing sources over total expenses $ 8,249,668 $ 5,043,481

NET POSITION

Beginning balance $ 59,119,787 $ 54,398,085

Increase in cumulative results of operations and
future funding requirements, net of future funding sources

Excess of financing sources over total expenses 8,249,668 5,043,481
Other 797 (422,902
8,250,465 4,620,579
Increase in unexpended appropriations 843,434 43,124
Increase in capitalized appropriations 91,870 57,999
9,185,769 4,721,702
Ending balance $ 68,305,556 $ 59,119,787

The accompanying notes are an integral part of these statements.
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U.S. DEPARTMENT OF LABOR

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30

(Dollars in thousands) 1997 1996

CASH FLOWS FROM OPERATING ACTIVITIES

Excess of financing sources over total expenses $ 8,249,668 $ 5,043,481
Adjustments affecting cash flow:
Appropriated capital used (6,332,240) (6,135,062
Decrease (increase) in assets (10,048) 825,529
Increase (decrease) in liabilties (840,647) 361,459
Depreciation and loss on disposition of assets 72,086 45672
Totaladjustments (7,110,849) (4,902402
Net cash provided by operating activities 1,138,819 141,079

CASH FLOWS FROM INVESTING ACTIVITIES

Net purchases of investments (8,025,391) (6,762,515
Purchases of property and equipment (117,364) (99,240
Net cash used by investing activities (8,142,755) (6,841,655

CASH FLOWS FROM FINANCING ACTIVITIES

Net appropriations 7,221,749 5,788,752
Advances from U.S. Treasury 375,000 373,500
Net cash provided by financing activities 7,596,749 6,162,252

Net cash provided (used) by operating and

non-operating activities 592,813 (538324
Funds with U.S. Treasury, beginning 7,373,954 7,912,278
Funds with U.S. Treasury, ending $ 7,966,767 $ 7,373,954

Entity $ 7,916,763 $ 7,300,917
Non-entity 50,004 73,037
Funds with U.S. Treasury, ending $ 7,966,767 $ 7,373,954

Supplemental Disclosure of Cash Flow Information
Totalinterest paid $ 474,255 $ 448,483

The accompanying notes are an integral part of these statements.
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U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

These consolidated financial statements present the financial position and results of operations of the U.S.
Department of Labor (DOL), a cabinet levglesngy of the Executive Branch of the United States Government. DOL,
through the execution of its camessionaly approved buget, operates pgrams under three of the foa buchet
functions establishedybCorgress in the Buget and Impoundment Control Act of 1974: (1) education, tranin
employment and social services; (2) health (occupational health and/sadad (3) income secuyit

DOL's financial activiy is recorded in individual funds, which are combined for repgrfinirposes into three
separate fundypes:

. Revolving Fund - This fund ¥pe is used to account for the finanginf goods or services
provided ly a central operation togencies and other functions within DOL. Operations are
funded on a cost reimbursement basighe recipients of thgoods or services.

. Trust Fund - This fund ¥/pe is used to account for receipts that are held in trust and dedicated to
specific purposes or for use in cgimg out specific prgrams. The assets of trust fundsyrze
held over a period of time and mée used to purchase revenue prodgdnvestments.

. General (Appropriated) Fund - This fund ¥pe is used to account for receipts not dedicated to
specific purposes and expenses agsinder cogressional appropriations or other authorizations
to spendgeneral revenues.

DOL and the Department of the Treag\{Treasuy) arejointly responsible for the operations of two of thegiest

funds within the reportig entity, the Unemplgment Trust Fund and the Black Lgbisability Trust Fund. DOL's
Employment and Trainig Administration (ETA) and Emplment Standards Administration (ESA), respectyel

are responsible for the administrative ovghsiand polig direction for the income secuyiprograms financed Y

those trust funds. Treasuacts as custodian over monies deposited into those funds and also invests amounts in
excess of disbursinrequirements in Treasysecurities on behalf of DOL. Thrgh agreement with Treasyy DOL
consolidates the financial results of the Unenyphent Trust Fund and the Black Lgisability Trust Fund for the
preparation of financial statements prescribed under Section 303(b) of the Chief Financial Officers (CFO) Act of
1990.

The Pension Benefit Guaran€Corporation (PBGC), a whaollowned Federajjovernment corporation under the
chairmanship of the Secreyaof Labor, has been dagiated ly OMB as a separate reporgrentity for financial
statement purposes and has been excluded from the DOL repentiity.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

A. Reporting Entity - Continued

The accompaying consolidated financial statements include the accounts of all funds under DOL control. All
interfund balances and transactions have been eliminated. The consolidated financial statements do not include the
effect of centraly administered assets and liabilities related to the Fedexadrnment as a whole, which man part

be attributable to DOL.

B. Basis of Presentation and Accounting
1. Basis of presentation

The consolidated financial statements have been prepared to report the financial position and results of
operations of DOL, as requireg the CFO Act of 1990, and the Government Mgement Reform Act of

1994. The have been prepared from the books and records of DOL, in accordance with the form and
content for enty financial statements specifieg the Office of Mangement and Buget (OMB) in OMB

Bulletin 94-01, certain supplemental provisions of OMB Bulletin 97-01 applicable to 1997 and 1996, and
DOL's accountig policies, as summarized in Note 1. These statements are, therefore, different from the
financial reports, also preparegi DOL pursuant to OMB directives, that are used to monitor and control
DOL's use of budetay resources.

OMB Bulletin 94-01 requires the followmnclassification of assets and liabilities on the Statement of
Financial Position as follows:

. Assets should be classified anggeegated as entit and non-entit, based upon whether or not
DOL has the authomjtto use the assets in its operations. An amount equal to noly-estiets
should be recgnized as a liabilig due to other entities.

. Liabilities should be classified angjgregated as coveredtbudyetar resources and not covered
by budgetar resources, based upon whether or notgetiduthoriy or other resources have been
made available to cover the liabilities. Liabilities coveredbudgetay resources represent
obligations of thegovernment gainst available appropriations or other funds.

. Certain assets and liabilities should also be classified aggotesinmental angovernmental.
Intragovernmental assets and liabilities arise from transactions @etities within the Federal
government. Governmental assets and liabilities arise from transactions with entities outside the
Federalgovernment.

OMB Bulletin 94-01 requires thatgencies include in their principal financial statements a Statement of
Budgetay Resources and Actual Expenses. DOL ngangent requested and OMjBanted a waiver of this
requirement for 1997 and 1996.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

B. Basis of Presentation and Accounting - Continued
2. Basis of accounting

Under the authorntof the CFO Act of 1990, the Federal AccourgfiStandards AdvisgrBoard (FASAB)

was established to recommend Federal accogstiandards to the Secrejaf the Treasuy, the Director

of the Office of Mangement and Bugkt and the Comptroller General, co-principals of the Joint Financial
Management Improvement Pyect (JFMIP). Specific standardgraed upon ¥ the three principals will

be issued  the Director of OMB and the Comptroller General. Pegdssuance of final accountin
standards, FASAB has recommended and the JFMIP principals beeedahat gencies adopt for use in
preparirg financial statements an other comprehensive basis of accguaotinstituted i (1) individual
standards greed to and publishedylthe JFMIP principals, (2) form and content requirements in OMB
Bulletin 94-01 and certain provisions of OMB Bulletin 97-01 applicable to 1997 and 1996, (3) acgpuntin
standards contained ingang/ accountiig policy, procedures manuals or relatgdidance, and (4)
accountirgy principles publishedyauthoritative standard settjivodies and other authoritative sources, (a)
in the absence of otheguidance in the first three parts of this hieraycland (b) if the use of such
accountilg standards improves the meagfininess of the financial statements. DOL has adopted this other
comprehensive basis of accougtiior preparation of these financial statements.

3. Changes in accounting principle

Effective October 1, 1996, DOL adopted Statement of Federal Financial Accg@8ttindards (SFFAS)

No. 5, Accountirg for Liabilities of the Federal Government. SFFAS No. 5 requires the Department to
recaynize, at the time dljible emplgees’ services are rendered, thgerted cost to provide future pension
benefits to these covered empées, and to regmize as an imputed finanajnsource the amount of
recanized pension expense in excess of pension contributions nyatthe Department. This imputed
amount represents the pension expense to be finaydbe Dffice of Personnel Magament (OPM), the

Federal geng/ administerig DOL's pension plans. Prior to the enactment of SFFAS No. 5, DOL
recanized as pension expense the amount of Departmental contributions to the various pension plans. (See
Notes 1.0 and 13.)

SFFAS No. 5 also requires the Department to gaixe, at the time efjible emplgees' services are
rendered, the pjected future cost to provide post-retirement health and life insurance benefits (other
retirement benefits [ORB]) to these gible emplgyees. Under SFFAS No. 5, an amount equal to the
recorded ORB expense is regized as an imputed finanagnsource, to be provided forybOPM.
Previousy DOL recaynized an expense for other retirement benefits ag bleeame due and pable.

The accumulated pension expense, ORB expense and imputed fipaoaiae resultig from this chage
were recgnized in 1997 as a one time jadtment to operatmexpenses and finangrsources, with no
effect on the net results of operations. (See Notes 1.0, 1.P and 13.)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

B. Basis of Presentation and Accounting - Continued
4, Budgetary accounting

Budgetaly accountiig measures the appropriation and consumption ofietauthoriy and other bugetary

resources. Within DOL buget authoriy is derived from (1) cost reimbursement for the provisiogadds
or services, (2) receipts that are held in trust for use inyaagrout specific purposes and gmams in
accordance withgieements or statutes, (3) receipts not dedicated to specific purposes andj(@¥sional
appropriations or other authorizations to spgaderal revenues.

C. Financing Sources

1. Appropriated capital used

DOL receives a portion of the fundimeeded to support its pgrams throgh corgressional appropriations.

A financing source, appropriated capital used, is gtGped to the extent these appropriated funds have
been consumed. Appropriations are consumed tirdhe recgnition of accrued expenses for which
budgetar resources have been ajdied. Accrued expenses not covergdhbidgetar resources do not
consume appropriated capital in the period geiped, and must be funded from future appropriations. The
consumption of appropriations expended to purchase capital items gnieed as appropriated capital
used over the useful life of the asset, thygbwepreciation and amortization expense.

2. Revenues

Revenues are regoized as a financipsource to the extent reimbursements asgapée or imputed to DOL

from other Federalgencies and from the public, as a result of costs incurred or services performed on their
behalf. Revenue between DOfemncies and between DOL funds is eliminated.jddaources of revenue
include reimbursements due to the Federal Eiygds' (Workers') Compensation Special Benefit Fund
(Federal Emplgees Workers' Compensation Fund) from Fedeganaies for the costs of disabifit
compensation and medical care provided to or accrued on behalf of theinegrapl@and reimbursements
due to the Unemplgment Trust Fund from Federagencies, state and locgbvernment entities and non-
profit organizations for the cost of unempgiment benefits provided to or accrued on behalf of their
employees. Financigsources imputed to DOL to provide for pension and ORB expenses financ2e

are recgnized as revenues from other Fedeggrcies.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

C.

Financing Sources - Continued
3. Interest and assessments

The Unemplgment Trust Fund, Lagshore and Harbor Workers' Compensation Act Trust Fundd&loore

and Harbor Workers' Trust Fund), District of Columbia Workmen's Compensation Trust Fund (District of
Columbia Trust Fund) and Panama Canal Commission Compensation Fund receive interest revenues on
fund investments. Interest revenue is igrared when earned. Interest revenue from these investments was
$3.9 billion and $3.4 billion in 1997 and 1996, respectyvel

Interest earned on Federal funds in the possession of non-Federal entitigahtepta the DOL. Non-
Federal interest revenue received or due from these sources was $6.2 million and $3.6 million in 1997 and
1996, respectivgl

The Lorgshore and Harbor Workers' Trust Fund and District of Columbia Trust Fund receive revenues from
assessments levied on insurance companies and self-insured/erapléssessments are rgoized as
revenues when earned. Assessment revenue was $124.4 million and $130.3 million in 1997 and 1996,
respectivey.

4. Employer taxes

Federal and state unemploent taxes are collected from empdos based on vges paid to emplgees in
covered emplpment. Federal unempjment taxes are collected/the Internal Revenue Service (the
collectirg entity) and transferred to degiated Federal accounts within the Unenyph@nt Trust Fund (the
receivirg entity). State unemplgment taxes are collected leach State (the collectirentity) and deposited
in separate State accounts within the Unemipient Trust Fund (the receivgrentity).

Federal unemplgment taxes are used toypthe Federal share of extended unemgpient benefits and to
provide for Federal and State administrative expenses related to the operation of the ymanplo
insurance prgram. State unempjanent taxes are restricted in their use to thgrpant of unemplgment
benefits.

Excise taxes are collected from coal mine operators based on the sale of coal. These excise taxes are
collected ly the Internal Revenue Service (the collegtemtity) and transferred to the Black Lgbisability

Trust Fund (the receivimentity). Transfers are based on assessed excise taxes as determitined b
collecting entity. Excise taxes are used toypdisability benefits and related administrative expenses.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

D.

Financing Sources - Continued

4. Employer taxes - continued

Employer tax revenues are regized on a modified cash basis, to the extent of cash transfeyrdueb
collecting entity to the receivig entity, plus the chage in inter-entiy balances between the collegiand
receivirg entity. Inter-entiy balances represent revenue receivgdhe collectig entity but notyet
transferred to the receivirentity, as well as agistments madeythe collectimg entity to previous transfers.

State unemplgment tax revenues were $21.1 billion and $21.8 billion in 1997 and 1996, respgctivel
Federal unemplgment tax revenues were $6.1 billion and $5.9 billion in 1997 and 1996, respgctivel
Excise tax revenues were $619.4 million and $609.2 million in 1997 and 1996, respectivel

5. Penalties and other assessments be transferred to Treasury

Penalties levied gainst emplgers ty OSHA, MSHA, ESA and PWBA for rgulatory violations, ETA
disallowedgrant costs assessegainst cancelled appropriations and FECA administrative costs assessed
againstgovernment corporations in excess of amounts reserved to finance capital improvements in the
Federal Emplgees Workers' Compensation Fund are not available to gbacées for obljation or
expenditure, and must be transferred togbaeral fund of the U.S. TreasurThese penalties and other
assessments are rgoized as financig sources when earned. A contra finargcgource, receipts to be
transferred to Treasyris also recgnized.

Expenses

Expenses are presented in the consolidated statement of operayiamsjdr program. Depreciation and
amortization, bad debts and interest expense are allocated to egwhpra@ram expense, and are not shown
separatgl, as delineated in OMB Bulletin 94-01. Expensgbject class andype are presented in Note 12.

E.

Funds with U.S. Treasury

DOL cash receipts and disbursements are processdiaebU.S. Treasyr Funds with U.S. Treasymrepresent
obligated and unobdjated balances available to finance allowable expenditures and restricted balances,gncludin
amounts related to expired authgr&énd amounts not available for usgDOL. (See Note 2.)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

F. Investments

DOL administers funds which are investeg Breasuy in securities of the U.Sgovernment. Funds held in the
Unemplyment Trust Fund are invested/ lireasuy in marketable and non-marketable Tregssecurities.
Investments are stated at cost anglated for amortization of premiums and discounts giffire effective interest
method. Funds held in the Panama Canal Commission Compensation Fund, ¢sbdrerand Harbor Workers'
Trust Fund and the District of Columbia Trust Fund are also investdatdasuy in marketable Treasursecurities.
These investments are stated at amortized cost which approximates market, and discounts and premiums are
amortized usig the straght-line method, which approximates the effective interest method. Tharitgaof DOL's
investments are in non-marketable special issue U.S. Treasaurities, redeemable on demand at their maturit
value, which is equivalent to their cgiing value in the Consolidated Statement of Financial Position. Special issues
may be bowht or sold ony by Federalgovernment gencies and trust funds. No secondararket exists for these
instruments; therefore, no provision is made in the financial statements for unreginedr losses. (See Note 3.)

G. Accounts Receivable, Net of Allowance

The Federal Emplgees Compensation (FEC) account within the Unegplent Trust Fund provides unempgtoent
insurance (Ul) benefits to glible Federal workers (UCFE) and ex-service members (UCX). The FEC account is
reimbursed for these gments ly the responsible Federajencies. DOL records as accounts receivable amounts
due from other Federabancies for unreimbursed UCFE and UCX benefits.

FECA chages for workers' compensation benefits are paid®L on behalf of other Federabancies. DOL's
Special Benefit Fund is reimbursed for thesgrmants ly the responsible Federajencies. DOL records as accounts
receivable amounts due from other Fedegarecies for unreimbursed FECA benefits.

DOL recanizes as accounts receivable State unegmpknt taxes due from emplers within the states and
unemplgment benefit overpanents that states determined were paid to individuals who were not entitled to receive
benefits. Also included as accounts receivable are BlackglLDisability, Federal Emplgees Workers'
Compensation, Lagshore and Harbor Workers' and District of Columbia benefit owgrants made to individuals

who were determined ingjible to receive benefits.

The Department also regoizes as accounts receivable amounts due for fines and penalties Igaiest @mplyers
by OSHA, MSHA, ESA and PWBA for rgulatoly violations and amounts due from ETAjsantees and contractors
for disallowedgrant costs.

The amounts due for receivables are stated net of an allowance for uncollectible accounts. The estimate of the
allowance is based on past experience in the collection of the receivables andyaisarfidhe outstandgbalances.
(See Note 4.)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

H. Advances

DOL makes advances to state emypient securit agencies and tgrantees and contractors to provide for future
DOL program expenditures. Theseymaents are recorded as an asset, which is reduced when actual expenditures
or estimates of unreported expenditures are recorgddi_. (See Note 5.)

l. Property, Plant and Equipment, Net of Depreciation

The maority of DOL's propery, plant and equipment is held/ldob Corps centers owned and operatgd®®L
through a network of contractors. DOL also maintains a departmental psogestem which accounts for capital
equipment usedypDOL management. Propeyt plant and equipment purchases and additions are stated at cost.
Normal repairs and maintenance are gedrto expense as incurred. Effective in 1996, plant and equipment and
internally developed software angstems costs, includgnhardware, with a cogjreater than $25,000 ($5,000 for
the Workirg Capital Fund) and a useful life of 2 or moyears are capitalized and depreciated. Plant and equipment
and internaly developed software angstems costig less than $25,000 ($5,000 for the Worgi@apital Fund) or
having a useful life of less than Qears, are chged to expense at the time of purchase. Previopkint and
equipment with a cogireater than $5,000 and a useful life of 2 or mgears and internalldeveloped software and
systems costs, includgnhardware, with a cogjreater than $25,000 and a useful life of 2 or mgears were
capitalized and depreciated. Plant and equipment gpistis than $5,000 or hagra useful life of less than gears

and internaly developed software angstems costig less than $25,000 or hagm useful life of less than gears,

were chaged to expense at the time of purchase. Thesegdwawere treated prospectiyel

Job Corps center construction costs are capitalized as constructiorgiegzrantil completed and are then classified

as improvements to facilities. Leasehold improvements made at Job Corps centers and DOL facilities leased from
the General Services Administration are recorded at cost and amortized over their useful lives or the term of the lease,
using the straght-line amortization method.

Plant and equipment are depreciated over their useful liveg tisenstraght-line method of depreciation. The
following table shows the depreciation periods used for thn@asses of DOL plant and equipment:

Years
Structures, facilities and improvements 20-50
Furniture and equipment 2-36
ADP software 2-15

Programs administerig DOL funds have acquired real and tgisle propery in which DOL has a reversionar
interest. When this properits disposed of or no layer used for its authorized purpose, DOL is entitled to a pro rata
share of the proceeds from sale or the propefair market value, if the properts retained but no loger used for
DOL purposes. The current value of real propéntwhich DOL has a reversionainterest is $381.0 million. The
value of tamgible propery is not determinable. (See Note 6.)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

J. Advances from U.S. Treasury

Funds are providedyiCorgressional appropriation, as advances to DOL's Blaclglisability Trust Fund, as ma

be necessgrito meet the obtations of the fund. Financinfor these advances is provided thgburansfers from
the Advances to the Unemplment Trust Fund and Other Funds appropriation. These advances aralepaith
interest at a rate determineg the Secretar of the Treasuy to be equal to the current avegemarketyield on
outstandig marketable obfations of the United States with remaigiperiods to maturit comparable to the
anticipated period durgnwhich the advance will be outstandin Advances made prior to 1982 carried rates of
interest equal to the avaga rate borne Y all marketable interest-beagrobligations of the United States then
forming a part of the public debt. Outstandiadvances at September 30, 1997 and 1996 bear interest rajegran
from 6.125% to 13.875%. Amounts in the trust fund shall be available, as provydagdoopriation acts, for the
repgyment of and the panent of interest on, these rg@dle advances. Interest and principal arggiide to the
general fund of the Treasywhen the Secretgrof the Treasur determines that funds are available in the trust fund
for such purposes. (See Note 7.)

K. Accrued Benefits

The accompaying financial statements include a liabjlifor unemplyment, disabiliy and workers' compensation
benefits pgable under the provisions of the Social SeguAitt, the Black Lurg Benefit Act, the Federal Empyees’
Compensation Act, the Lgshore and Harbor Workers' Compensation Act and the District of Columbia Workmen's
Compensation Act. Unemplment, disabiliy and workers' compensation benefits authorizethbse Acts are paid
from desgnated funds administere¢ IDOL. Within each prgram, DOL recgnizes a liabiliy for certain unpaid
benefits, as discussed below: (See Note 9.)

1. Unemployment Trust Fund

The Unemplgment Trust Fund, established under the auth@iftSection 904 of the Social Secyrifct

of 1935, as amended, provides benefits to uneggalovorkers who meet State and Federdlibility
requirements. Rgplar and extended unempiment benefits are paid from State accounts within the
Unemplg/ment Trust Fund, financed/la State unemplonent tax on emplger pgrolls. Fifty percent of
the cost of extended unemploent benefits is paid from the Extended Unenyph@nt Compensation
Account within the Unemplgment Trust Fund, financedyba Federal unempiaonent tax on emplger
payrolls. Unemplgment benefits to unempyed Federal workers are paid from the Federal Eyplent
Compensation Account within the Unemptoent Trust Fund. These benefit costs are reimburgetido
responsible Federabangy.

DOL recagnizes a liabiliy for regular and extended unempiment benefits to the extent of unpaid benefits
applicable to the current period. DOL regizes a liabiliy for Federal emplgees' unemplgment benefits
to the extent of unpaid benefits for exigiiolaims filed durirg the current period, gable in the subsequent
period.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

L.

Accrued Benefits - Continued
2. Black Lung Disability Trust Fund

The Black Lumg Disability Trust Fund, established under the authodt the Black Lurg Benefit Act,
provides for compensation and medical benefits fogilele coal miners who are disabled due to
pneumoconiosis (black lgndisease). DOL reamizes a liabiliyy for disability benefits to the extent of
unpaid benefits applicable to the current period.

3. Federal Employees Workers' Compensation Fund

The Federal Emplgees’ (Workers') Compensation Special Benefit Fund (Federal EegdoWorkers'
Compensation Fund), established under the aushmiithe Federal Emplgees' Compensation Act (FECA),
provides income and medical cost protection to covered Federal civilian gegsanfured on thgob,
employees who have incurred a work-related occupational disease and beneficiaries ofeapitiose
death is attributable tojab-related ijury or occupational disease. The fund is reimbursgedther Federal
agencies for the FECA benefit gments made on behalf of their workers. A liahilifor workers'
compensation benefits pable ly the Special Benefit Fund to the empées of other Federagancies is
accrued to the extent of unpaid benefits applicable to the current period.

The fund also provides 50% of the annual cost-of-tvagjustments for pre-1972 compensation cases under
the authoriy of Section 10(h) of the Lagshore and Harbor Workers' Compensation Act and the District
of Columbia Workmen's Compensation Act. DOL rgoizes a liabiliy for 10(h) pgments to the extent

of unpaid benefits applicable to the current period.

Future Workers' Compensation Benefits

The accompaying financial statements include a liablifor future workers' compensation benefityable ty DOL

to its emplyees, to emplgees of the Panama Canal Commission and to enrollees of the Job Corps, as well as a
liability for future workers' compensation benefityphle ty the Special Benefit Fund which are not ajeable to

other Federalgencies. The Special Benefit Fund assumes a ligfdit nonchageable FECA benefits equal to the
projectedgross liability for future FECA benefits for all Federafjencies less the reserve credits to be gbaiback

to those gencies. The liabilif includes the expected liabiifor death, disabilif, medical and other approved costs,

and is determined ugjnthe paid-loss extrapolation method. This methodglases historical benefit ganent
patterns related to a specific incurred perioglitdd prgected annual benefit paents, which have been discounted

to present value.



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

L. Future Workers' Compensation Benefits - Continued

The interest rates utilized for discourdifor fiscal year 1997 were 6.24% in 1998, 5.82% in 1999, 5.60% in 2000,
5.45% in 2001, 5.40% in 2002 and thereafter. The interest rates utilized for disapfortiiscal year 1996 were
6.21% in 1997, 5.97% in 1998, 5.60% in 1999, 5.32% in 2000, 5.15% in 2001 and 5.10% in 2002 and thereafter.

In fiscal year 1997, the methodalg was enhanced to provide more specifigdtir the effects of inflation on the
liability for future workers' compensation benefits. §¥anflation factors (cost of livig adustments or COLAS)

and medical inflation factors (consumer price index medical or CPIMs) were added and applied to the calculation
of projected future benefits. These factors were also usedusiatie methodolgy's historical pgments to current

year constant dollars. Also included were a agaim the assumption of the tingrof compensation panents, from

an assumed one paent peryear to thirteen panents pegear, and an extension of the goted number ofears

of benefit pgments, from 23/ears to 3%ears.

The compensation COLAs and CPIMs used in thggutions were as follows:

Fiscal

Year COLA CPIM
1986 0.0% 7.3%
1987 3.0% 7.0%
1988 2.0% 6.3%
1989 4.1% 7.2%
1990 3.6% 8.8%
1991 4.1% 9.1%
1992 4.2% 7.7%
1993 3.7% 6.3%
1994 2.2% 4.9%
1995 0.0% 4.7%
1996 2.5% 3.8%
1997 3.3% 3.1%
1998 2.4% 4.0%
1999 2.6% 4.1%
2000 2.5% 4.1%

The increase in the estimated pctedgross liability for future FECA benefits for all Federabancies was due
primarily to the enhancements in the methodploThese chages were treated prospectiyel(See Note 10.)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

M. Accrued Leave

A liability for annual and compensaydeave is accrued as leave is earned and paid when leave is takgearAt
end, leave balances are revalued to reflect curregésvaTlhe balance of leave earned but not taken will be paid from
future fundirg sources.

Sick leave and otheypes of nonvested leave are expensed as taken.

N. Employee Health and Life Insurance Benefits

DOL employees are etjible to participate in the contributpfederal Emplgees Health Benefit Pgpam (FEHBP)

and the Federal Empjees Group Life Insurance Rp@am (FEGLIP). DOL makes matctgrcontributions to the
FEHBP and FEGLIP on behalf of active empées to pg for current benefits. These contributions are ggiped

as current operatqexpenses. Durgnl1997 and 1996, DOL contributions to the FEHBP and FEGLIP were $36.4
million and $37.8 million respectivel

O. Employee Pension Benefits

DOL employees participate in either the Civil Service Retiremegst8m (CSRS) or the Federal Empées'
Retirement $stem (FERS), implemented on Januayr 1987. For emplgees participatigin CSRS, DOL withholds
7.00% of theirgross earnigs. This withholdirg is matched § DOL, and the total of empigee withholdigs and
DOL contributions is transferred to the Civil Service Retirement and Disabilind. For emplgees in FERS, DOL
withholds 0.8% ofgross earnigs, and matches the withholdjmvith an 11.4% contribution. This total is transferred
to the Federal Empieees' Retirement Fund. The CSRS and FERS retirement funds are administéredd®M.
DOL contributions to the CSRS and FERS are griped as operatmexpenses.

FERS participants are also covered under the Federal Insurance Contribution Act (FICA) andexetsitiCA
withholdings. DOL makes match@contributions to FICA, reagnized as operatgexpenses. DOL's contributions
were $19.6 million and $18.1 million dugrl997 and 1996, respectiyel

On April 1, 1987, the Federgiovernment initiated the Thrift Sawys Plan (TSP), which is a defined contribution
retirement savigs and investment plan for emplees coveredybeither FERS or CSRS. For empkes covered

under FERS, DOL contributes to the TSP an amount equal to 1% of the yeesliqs. FERS participants nya
contribute up to 10% of thegross p& to the TSP. DOL matches 100% of the first 3% contributed and 50% of the
next 2% contributed. CSRS participantsyn@ntribute up to 5% of theigross p& to the TSP, but there is no
departmental matchigncontribution. The maximum amount that either FERS or CSRS grapkom# contribute

to the TSP in a calendgear is $9,500. DOL contributions to the TSP are getped as operatmexpenses. The

total of emplyee and departmental contributions is transferred to the Federal Retirement Thrift Investment Board.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

O. Employee Pension Benefits - Continued

Statement of Federal Financial AccoumgtiBtandards (SFFAS) No. 5, Accourdifor Liabilities of the Federal
Government, implemented/lDOL effective October 1, 1996, requires the Department togmeize the full cost of
providing future CSRS and FERS pension benefits to covered grapkat the time the emplees' services are
rendered. The pension expense gtped in the financial statements equals the service cost for covered DOL
employees, less amounts contributeg these emplgees. Service cost represents the actuarial present value of
benefits attributed to services rendergtcbvered emplgees duriig the accountig period.

The measurement of service cost requires the use of actuarial cost methods to determine thegpeafttrda
emplogyees' basic compensation sufficient to fund theijg@cted pension benefit. These percgata(cost factors)

are provided » OPM, and appliedypDOL to the basic annual compensation of covered epgae to arrive at the
amount of total pension expense to be ggtped in DOL's financial statements. The excess of total pension expense
over the amount contributed/lthe Department and DOL's empglees represents the amount of pension expense
which must be financed diregtby OPM. To provide for this excess pension expense, DOLgeized in its
financial statements for 1997 an imputed finag@ource equal to the excess amount, included as revenue from other
Federal gencies. (See Note 13.)

DOL does not report in its financial statements FERS or CSRS assets, accumulated plan benefits or unfunded
liabilities, if any, applicable to its empigees.

P. Other Retirement Benefits

DOL employees elijible to participate in the contributpiFederal Emplgees Health Benefit Pgpam and the Federal
Employees Group Life Insurance Ryi@m ma continue to participate in these grams after their retirement. DOL
continues to make contributions to the FEHBP and FEGLIP on behalf of retired w#eplto provide for these post-
retirement benefits. SFFAS No. 5 requires DOL to mtpe a current expense for the future cost of other retirement
benefits (ORB) at the time the emplkee's services are rendered.

Using cost factors suppliedygOPM, DOL rec@nized a current expense for the future cost of post-retirement health
and life insurance benefits in its financial statements for 1997. This ORB expense must be finatdeld band

is offset ky DOL through recanition of an imputed financig source, recorded as revenue from other Federal
agencies in the financial statements. The accumulated expense for other retirement benefits and the imputgd financin
source recgnized durirg 1997 were $36.2 million.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Q. Net Position

Each fund balance incorporated in DOL's net position consists of one or more of the fgllcavitponents:
1. Unexpended appropriations

Unexpended appropriations include the undelivered orders and gatgulibalances of DOL'general
(appropriated) funds. Multgear appropriations remain available to DOL for ghtion in future periods.
Unobligated balances associated with appropriations that expire at the end of thedamoamain available
for obligation adustments, but not new olftions, until that account is closegkneraly five years after
the appropriations expire.

2. Invested capital

Invested capital represents U.S. Government resources invested in the DOL's assets, pimojpedy,

plant and equipment, and other capitalized assets such as leasehold improvements. Increases to invested
capital are recorded when assets are acquired and decreases occur as a result of the consumption
(depreciation) or disposition of capital assets.

3. Cumulative results of operations

Cumulative results of operations represents the net difference between expenses and lossesgconsumin
budgetar resources and finanarsources andains providirg budgetary resources of the Unemplment,
Longshore and Harbor Workers' Compensation and District of Columbia Workmen's Compensation Trust
Funds and the ETA and Departmental Mgaaent revolvig funds durirg the current and prior periods.

4, Future funding requirements, net of future funding sources

Certain liabilities are not covered/tand certain assets do not provide currentdatidy resources. Net
position has been reduced to reflect the excess of these liabilities over assets. These liabilities will require
funding from future appropriations or other bgetary resources. Future appropriations will be made at the
discretion of Cogress.

The consolidated net positioty tund component for all funds as of September 30, 1997 and 1996 is presented in
Note 11.

R. Reclassifications

Certain amounts for 1996 have been reclassified to conform with the 1997 presentation of these amounts.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 2 - FUNDS WITH U.S. TREASURY

Funds with U.S. Treasuyrat September 30, 1997 consisted of the follayvin

(Dollars in thousands)

Entity assets
Revolving funds
Trust funds
General (appropriated) funds

Non-entity assets
Trust funds
General (appropriated) funds

Funds with U.S. Treasuyrat September 30, 1996 consisted of the follayvin

(Dollars in thousands)

Entity assets
Revolving funds
Trust funds
General (appropriated) funds

Non-entity assets
Trust funds
General (appropriated) funds

Unobligated
Obligated Available Restricted Total
$ 11,742 $ 10,169 $ - $ 21,911
4,866 265,242 - 270,108
5,099,381 2,173,414 351,949 7,624,744
5,115,989 2,448,825 351,949 7,916,763
- - (108) (108)
- - 50,112 50,112
- - 50,004 50,004
$5,115989 _$2,448.825 $ 401,953 $7.966,767
Unobligated
Obligated Available Restricted Total
$ 12590 $ 8,501 $ - $ 21,091
8,057 213,451 - 221,508
4.907,324 1,709,331 441,663 7,058,318

4927971 1,931,283 441,663 7,300,917
- - (217) (217)
- - 73,254 73,254

- - 73,037 73,037
$4927971 _$1.,931.283 $ 514,700 $7.373.954




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 3 - INVESTMENTS

Investments at September 30, 1997 consisted of the folpwin

(Dollars in thousands)

Unemployment Trust Fund
Marketable
U.S. Treaswr Bonds
3.500% maturig November 15, 1998
Non-marketable
Special U.S. Treasyisecurities
Certificates of indebtedness
6.875% maturig June 30, 1998

Panama Canal Commission
Compensation Fund
Marketable
U.S. Treasur Notes
5.500% to 8.750% various maturities
U.S. Treaswr Bonds
7.500% to 14.000% various maturities

Longshore and Harbor Workers'

Trust Fund

Marketable

U.S. Treasur Bills

4.400% to 5.350% various maturities
District of Columbia Trust Fund

Marketable

U.S. Treasur Bills

4.470% to 5.150% various maturities

Entity investments
Non-entity investments

Face Premium Net Market
Value (Discount) Value Value
$ 43,200 $ 5 $ 43,205 $ 43,200
61,880,184 - 61,880,184 61,880,184
61,923,384 5 61,923,389 61,923,384
42,829 559 43,388 43,493
32,614 7,311 39,925 41,894
75,443 7,870 83,313 85,387
61,865 (673) 61,192 61,192
5,315 (53) 5,262 5,262

$62,066,007 _$ 7,149 $62,073,156 $2,075,225

$61,991,486 $ 7,149 $61,998,635 $62,000,704
74,521 - 74,521 74,521

$62,066,007 _$ 7,149 $62,073,156 $2,075,225
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 3 - INVESTMENTS - Continued

Investments at September 30, 1996 consisted of the folpwin

(Dollars in thousands)

Unemployment Trust Fund
Marketable
U.S. Treaswr Bonds
3.500% maturig November 15, 1998

Non-marketable

Special U.S. Treasyisecurities
Certificates of indebtedness
6.875% maturig June 30, 1997

Panama Canal Commission
Compensation Fund
Marketable
U.S. Treasur Notes
5.500% to 8.750% various maturities
U.S. Treaswr Bonds
7.500% to 14.000% various maturities

Longshore and Harbor Workers'

Trust Fund

Marketable

U.S. Treasur Bills

4,930 to 5.240% various maturities
District of Columbia Trust Fund

Marketable

U.S. Treasur Bills

4.790% to 5.190% various maturities

Entity investments
Non-entity investments

Face Premium Net Market
Value (Discount) Value Value
$ 43,200 $ 9 $ 43,209 $ 42471
53,849,330 - 53,849,330 53,849,330
53,892,530 9 53,892,539 53,891,801
50,166 925 51,091 50,423
22,399 4,012 26,411 27,398
72,565 4,937 77,502 77,821
73,145 (983) 72,162 72,162
5,615 (53) 5,562 5,562

$54.043.855 _$ 3.910

$54,047,765 ___$54,047,346

$53,916,196 $ 3,910
127,659 -

$53,920,106 $63,919,687
127,659 127,659

$54.043.855 _$ 3.910

$54,047,765 ___$54,047,346




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 4 - ACCOUNTS RECEIVABLE, NET OF ALLOWANCE

The primay components of DOL's accounts receivable at September 30, 1997 and 1996 are as follows:

(Dollars in thousands)

Entity assets
Intragovernmental
Due from other Federalgncies for
UCFE and UCX benefits
FECA chages to other Federabancies
for workers' compensation benefits
Other

Governmental
State unemplgment taxes
Due from reimbursable emplers
Benefit overpgments
Other

Non-entity assets

Governmental
Fines, penalties and disallowed costs
Backwaes

1997 1996
Accounts
Receivable Allowance Total Total
$ 265265 $ - $ 265,265 $ 331,383
3,111,515 - 3,111,515 3,063,426
13,548 - 13,548 11,908
3,390,328 - 3,390,328 3,406,717
560,094 (405,898) 154,196 83,826
321,844 (21,686) 300,158 315,846
2,005,409 (1,845,781) 159,628 401,977
24,839 (21,698) 3.141 10,795
2.912.186 (2,295,063) 617,123 812.444
6,302,514 (2,295,063) 4.007.451 4,219,161
121,437 (89,702) 31,735 40,799
6,205 (913) 5,292 2,246
127,642 (90,615) 37.027 43,045

$6,430,156 _$(2,385,678) _$4,044,478 $4.262,206




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 5 - ADVANCES

Advances consisted of the followgrat September 30, 1997 and 1996:

(Dollars in thousands)

Governmental

Advances to states for Ul benefitypaents
Advances tgrantees and contractors to
finance future DOL prgram expenditures

Other

1997 1996
$ 106,591 $ 37,062
14,429 10,070
7,833 8.924
$ 128,853 $ 56.056

NOTE 6 - PROPERTY, PLANT AND EQUIPMENT, NET OF DEPRECIATION

Propery, plant and equipment consisted of the follog/at September 30, 1997 and 1996:

(Dollars in thousands)

Structures, facilities and improvements
Structures and facilities
Improvements to leased facilities

Furniture and equipment
Equipment held § contractors
Furniture and equipment

ADP software

Construction-in-progress

Land

1997 1996
Accumulated
Cost or Depreciation/  Net Book Net Book
Basis Amortization Value Value
$ 495320 $ (235,035) $ 260,285 $ 215,657
186,093 (92,982) 93,111 84,082
681,413 (328,017) 353,396 299,739
168,165 (152,478) 15,687 19,224
58,472 (25,987) 32,485 36,180
226,637 (178.,465) 48,172 55,404
39,697 (20,069) 19,628 30,553
100,579 - 100,579 54,354
58,806 - 58,806 48,661
$1,107,132 $ (526,551) $ 580,581 $488,711




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 7 - ADVANCES FROM U.S. TREASURY

Advances from U.S. Treasyto the Black Lumg Disability Trust Fund durig 1997 consisted of:

Balance at Balance at
September 30, Net September 30,
(Dollars in thousands) 1996 Borrowing 1997
Liabilities not covered by budgetary
resources
Borrowing from the Treaswyr $ 5,111,557 $ 375,000 $ 5,486,557

$ 5111557 $  375.000 $ 5,486,557

Advances from U.S. Treasyto the Black Luig Disability Trust Fund durig 1996 consisted of:

Balance at Balance at
September 30, Net September 30,
(Dollars in thousands) 1995 Borrowing 1996
Liabilities not covered by budgetary
resources
Borrowing from the Treaswr $ 4,738,057 $ 373,500 $ 5,111,557
$ 4,738.057 $ 373,500 $ 5,111,557
. Based on current operatjconditions and the statuipoperatimg requirements of the Black LgrDisability

Trust Fund, additional repable advances will be necesgdp finance future interest ganents on

outstandig advances. These advances represented $5.487 billion of the fund's $5.501 billion net future

funding requirement at September 30, 1997. If current opegatimditions continue, reganent of existig
and future advances will require a clgerin the statutor operatirg structure of the fund.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 1997 and 1996

NOTE 8 - OTHER LIABILITIES

Other liabilities represent current liabilities not specifigailassified on the Consolidated Statements of Financial

Position.
At September 30, 1997 and 1996, other liabilities consisted of the foltpwin

(Dollars in thousands) 1997

Liabilities covered by budgetary resources

Intragovernmental
Excess UTF investments due to U.S. Tregsur $ 89,503
Unearned FECA assessments 7,269
Advance from U.S. General Services Administration 533
97,305
Governmental
Accrued paroll and benefits 47,089
144,394
Liabilities not covered by budgetary resources
Intragovernmental
Non-entiy receipts due to U.S. Treasur 38,569
Amounts held for the Railroad Retirement Board 75,645
Deposit and clearimpaccounts 11,172
125,386
Governmental
Due to Backwage recipients 35,436
Unearned assessment revenue of thegsbore and
Harbor Workers' and District of Columbia
Trust Funds 32,324

Deposit and clearimpaccounts 2,953
Readustment allowances and other liabilities

due to Job Corps students 33.828

104,541

229,927

$ 374321

1996

$ 130,996
11,390
337

142,723

39,582

182,305

54,894
129,536
21,765

206,195

36,420

33,156

2,788
35,901

108,265

314,460

$ 496,765




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 1997 and 1996

NOTE 9 - ACCRUED BENEFITS

Accrued benefits at September 30, 1997 and 1996, consisted of the falowin

(Dollars in thousands)

Liabilities covered by budgetary resources

State rgular and extended unempgiment benefits pgable
Federal extended unempgioent benefits paable
Federal emgeng unemplyment benefits pgable
Federal emplgees' unemplgment benefits pgable
Disability benefits pgable to Federal empjees

and 10(h) benefits gable
Disability benefits pgable to lorgshore and harbor workers
Disability benefits pgable to emplgees of the

District of Columbia
Disability benefits pgiable to coal mine workers

Liabilities not covered by budgetary resources
Federal emplgees' unemplgment benefits for existip
claims due in the subsequerar
Disability benefits pgiable to coal mine workers
requiring future fundirg

1997

$ 422,291
7,617
10,843
17,487

90,990
4,403

392
4,469
558,492

99,120

30,400
129,520

$ 688012

NOTE 10 - FUTURE WORKERS' COMPENSATION BENEFITS

1996

$ 714,720
11,149
19,277
28,062

85,809
4,293

368

2,506

866,184

102,562

33,422
135,984

$ 1,002,168

The accompaying financial statements include a provision for future workers' compensation bengfits@from
the Federal Emplgees Workers' Compensation Fund and other @@&heral funds at September 30, 1997 and 1996,

as follows:

(Dollars in thousands)

Federal Employees Workers' Compensation Fund
FECA benefits due to aible Job Corps enrollees and
workers of DOL and the Panama Canal Commission
FECA benefits not chgeable to other Federafancies

1997
$ 202,442
448,021
$ 650,463

1996

$ 196,439
693,418

$ 889,857



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 1997 and 1996

NOTE 10 - FUTURE WORKERS' COMPENSATION BENEFITS - Continued

The prgected future FECA liabilit for all Federal gencies, reduced to reflect reserve credits which will begethr

back to thesegencies, and the liabilitfor FECA benefits not chgeable to other Federagjancies, consisted of the

following at September 30, 1997 and 1996:

(Dollars in thousands)

Projected gross liability for
future FECA benefits

Less reserve credits
U.S. Postal Service
Department of Nay
Department of Arrg
Department of Veterans Affairs
Department of Air Force
Department of Transportation
Tennessee ValleAuthority
Department of Treasyr
Department of Ariculture
Department of Justice
Department of Interior
Department of Defense, Other
Department of Health and Human Services
Social Securit Administration
General Services Administration
Department of Commerce
Department of Engly
Department of State
Department of Housimp& Urban Development
Department of Education
National Air and Space Administration
Environmental Protection gengy
National Science Foundation
Small Business Administration
Office of Personnel Margement
Nuclear Rgulatoly Commission
Ageng for International Development
Federal Emegengy Management Agengy
Department of Labor
Other

FECA benefits not chgeable to other
Federal gencies

1997

$18,801,512

4,959,618
2,636,526
1,610,945

1,431,279

1,240,718

1,140,383

653,365

775,516

623,140

628,698
446,611
693,852
180,589
195,095
183,667
116,560
59,643
43,620
57,127
5,003
56,891
17,332
805
17,125
7,070
9,029
38,741
6,038
202,442
316,063
18,353,491

$ 448,021

1996

$17,929,163

4,936,657
2,468,462
1,494,611

1,382,170

1,133,596

938,568

574,323

694,100

541,510

544,151
424,930
642,237
202,759
170,782
170,275
101,503
59,013
35,587
79,532
6,124
63,230
15,560
992
24,978
9,625
5,875
34,220
3,617
196,439
280,319
17,235,745

$ 693418




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 11 - NET POSITION

DOL's net position ¥ fund type at September 30, 1997 consisted of the follgwin

1997
Revolving Trust General Elimi-
(Dollars in thousands) Fund Fund Fund nations Total
Unexpended appropriations
Unobligated balance available $ - $ - $ 2,248,130 $ $2,248,130
Unobligated balance unavailable - - 352,030 352,030
Undelivered orders - - 5,897,827 5,897,827
Total unexpended appropriations - - 8,497,987 8,497,987
Invested capital 11,947 13 568,621 580,581
Cumulative results of operations
Unemplgyment Trust Fund
Federal accounts - 18,034,509 - 18,034,509
State accounts - 42,598,430 - 42,598,430
- 60,632,939 - 60,632,939
Longshore and Harbor Workers'
Trust Fund - 57,023 - 57,023
District of Columbia
Trust Fund - 4,905 - 4,905
Other 12,385 2,512 - 14,897
Total cumulative results 12,385 60,697,379 - 60,709,764
Total fund balance 24,332 60,697,392 9,066,608 69,788,332
(Continued)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 11 - NET POSITION - Continued

1997
Revolving Trust General Elimi-
(Dollars in thousands) Fund Fund Fund nations Total
Total fund balance
(from previous pge) $ 24,332 _$60,697,392 $ 9,066,608 $ - 69,788,332
Future funding requirements,
net of future funding sources
Future fundimg requirements
Future workers' compensation
benefits (2,609) - (650,463) 2,609 (650,463)
Advances from U.S. Treasyr - (5,486,557) - - (5,486,557)
Accrued benefits - (129,520) - - (129,520)
Accrued annual leave (1,533) - (79,554) - (81,087)
Other (464) (107,969) (122,422) 928 (229,927)
Total future fundig requirements (4,606) (5,724,046) (852,439) 3,637 (6,577,554)
Future fundimg sources
Due from Federalgencies for
UCFE and UCX benefits - 233,548 - - 233,548
Due from Federalgencies for
workers' compensation benefits - - 3,042,218 (464) 3,041,754
Due from reimbursable emplers
for unemplyment compensation - 300,158 - - 300,158
Net state unemplonent taxes
receivable - 154,196 - - 154,196
Net benefit overpgments
receivable - 143,835 15,793 - 159,628
Interest receivable - 1,026,351 2,642 - 1,028,993
Other 3,116 77,851 98,607 (3.073) 176,501
Total future fundilg sources 3,116 1,935,939 3,159,260 (3,537) 5,094,778
Total future fundilg requirements,
net of future fundig sources (1,490) (3,788,107) 2,306,821 - (1,482,776)
$ 22,842 _$56,909,285 $11,373.429 $ - 618,305,556




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 11 - NET POSITION - Continued

DOL's net position ¥ fund type at September 30, 1996 consisted of the follgwin

1996
Revolving Trust General Elimi-
(Dollars in thousands) Fund Fund Fund nations Total
Unexpended appropriations
Unobligated balance available $ - $ - $ 1,781,390 $ $1,781,390
Unobligated balance unavailable - - 432,337 432,337
Undelivered orders - - 5,440,826 5,440,826
Total unexpended appropriations - - 7,654,553 7,654,553
Invested capital 12,926 14 475,771 488,711
Cumulative results of operations
Unemplgyment Trust Fund
Federal accounts - 14,353,325 - 14,353,325
State accounts - 37,813,756 - 37,813,756
- 52,167,081 - 52,167,081
Longshore and Harbor Workers'
Trust Fund - 67,530 - 67,530
District of Columbia
Trust Fund - 5,322 - 5,322
Other 10,264 2,170 - 12,434
Total cumulative results 10,264 52,242,103 - 52,252,367
Total fund balance 23,190 52,242.117 8,130,324 60,395,631
(Continued)



U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 11 - NET POSITION - Continued

1996
Revolving Trust General Elimi-
(Dollars in thousands) Fund Fund Fund nations Total
Total fund balance
(from previous pge) $ 23,190 _$52,242,117 $ 8,130,324 _$ - 60,395,631
Future funding requirements,
net of future funding sources
Future fundimg requirements
Future workers' compensation
benefits (3,099) - (889,857) 3,099 (889,857)
Advances from U.S. Treasyr - (5,111,557) - - (5,111,557)
Accrued benefits - (135,984) - - (135,984)
Accrued annual leave (1,533) - (70,358) - (71,891)
Other (492) (162,692) (152,947) 1,671 (314,460)
Total future fundilg requirements (5,124) (5,410,233) (1,113,162) 4,770  (6,523,749)
Future fundimg sources
Due from Federalgencies for
UCFE and UCX benefits - 259,057 - - 259,057
Due from Federalgencies for
workers' compensation benefits - - 3,050,132 (492) 3,049,640
Due from reimbursable emplers
for unemplyment compensation - 315,846 - - 315,846
Net state unemplonent taxes
receivable - 83,826 - - 83,826
Net benefit overpgments
receivable - 388,704 13,273 - 401,977
Interest receivable - 871,971 2,441 - 874,412
Other 4418 132,325 130,682 (4,278) 263,147
Total future fundilg sources 4,418 2,051,729 3,196,528 (4,770) 5,247,905
Total future fundilg requirements,
net of future fundig sources (706) (3.358,504) 2,083,366 - (1,275,844)
$ 22,484 _$48,883,613 $10.213.690 $ - 59,119,787




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 12 - EXPENSES BY OBJECT CLASS AND TYPE

Expenses are presented in the consolidated statement of opergting®bpragram. Presented below are expenses
for 1997 and 1996¥object class andype.

(Dollars in thousands) 1997 1996

1. Expenses by object classification
Personnel and benefits $ 1,048,927 $ 951,361
Travel and transportation 47,838 34,498
Communications, utilities and rentals 277,514 259,318
Other services 371,919 301,895
Supplies, materials and small

equipment 69,477 47,652
Grants, subsidies and

contributions 8,119,590 8,351,759
Interest 474,255 448,483
Benefits and other panents 22,480,051 25,131,470
Depreciation and amortization 53,234 39,198
Loss on disposition of assets 18,852 6,474
Bad debts 655,843 1,012,899

$ 33,617,500 $ 36.585,007
2. Expenses by type
Operatimgy $ 10,663,194 $ 11,005,054
Benefit pgments 22,480,051 25,131,470
Interest 474,255 448,483
$ 33,617,500 $ 36,585,007




U.S. DEPARTMENT OF LABOR

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 1997 and 1996

NOTE 13 - PENSION EXPENSE

SFFAS No. 5, adoptedybDOL effective October 1, 1996, requires the Department togrize the full cost of
providing future pension benefits to gible emplyees while thg are workirg. The excess of total pension expense
over the amounts contributed khe Department and DOL's empkes must be financed/lOPM. SFFAS No. 5
requires DOL to recgnize an imputed financgsource equal to this excess amount. The accumulated effect of the
adoption of SFFAS No. 5 on pension expense and imputed fingsomrces was regnized in 1997. Prior to the
adoption of SFFAS No. 5, DOL regoized as pension expense the amount of Departmental contributions to the
retirement plans.

Pension expense at September 30, 1997 consisted of the fajtowin

Accumulated Total
Employer Costs Imputed Pension
(Dollars in thousands) Contributions to OPM Expense
Civil Service Retirement &tem $ 34258 % 51,196 $ 85,454
Federal Emplgees' RetirementyStem 34,287 (2,102) 32,185
Thrift Savings Plan 12,132 - 12,132

$ 80.677 $ 49.094 $ 129771

Pension expense at September 30, 1996 consisted of the fajtowin

Accumulated Total
Employer Costs Imputed Pension
(Dollars in thousands) Contributions to OPM Expense
Civil Service Retirement &tem $ 34611 $ - $ 34,611
Federal Emplgees' RetirementyStem 31,417 - 31,417
Thrift Savings Plan 11,224 - 11,224
$ 77,252 $ - $ 77,252




